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ABSTRACT 
China has undergone very rapid economic development since 1979, The 
income of both urban and rural residents has increased tremendously. This is 
not just an increase in the savings of the Chinese, but also an increase in their 
spending power. The high spending power of the residents has resulted in 
increased demand for new products. 
The economic growth is more evident in the coastal areas, the Special 
Economic Zones (SEZs). Among them, Shenzhen is the one which received most 
attention from the Hong Kong investors. Due to its proximity to Hong Kong, 
investors from various industries keep an eye on this vast Chinese consumer 
market. Fast food is one of those which wants to explore this profitable pie. At 
the present, three large Hong Kong fast food chains have outlets in Shenzhen, 
namely, McDonald's, Fairwood and Cafe de Coral, in the order of entry. Their 
moves support the fact that China is a market worth exploring. 
Understanding of consumer behavior is vital to the development of 
effective marketing and promotional strategies. As a result, in this project, a 
consumer survey is carried out. It is aimed at investigating the characteristics of 
these fast food customers in Shenzhen and providing recommendations for both 
existing and future entrants of the fast food industry. 
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It is found that respondents prefer western food, although a majority has 
tried both western and oriental fast food. This may be because they are inclined 
to the Western world. In general, foreign invested fast food outlets are welcomed 
by the locals because of the cleanliness, better services and products (tasty and 
non-traditional food) which they provide. It is understandable that fast food 
appeals most to the young generation. 
From the findings, the product is the most important factor in determining 
the success of a fast food shop. It is recommended that fast food chains should 
increase the variety of food with hygienic packaging. Promotion ranked second in 
importance, and, TV commercials are the most influential on the buyers to 
consume fast food. In order to increase publicity, fast food shops can organize 
more promotional activities, like competitions for the customers and visits to 
schools. Location is third in importance. Fast food shops should be situated in 
commercial and shopping areas, where there is high customer traffic flow and 
good traffic networks. Most importantly, investors should develop their 
marketing strategies based on the needs and expectations of the customers. 
iii 
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1,1 Organization of the Study 
This work is divided into seven chapters. The first chapter is basically an 
introduction to the China fast food market and an overview of the investment 
environment of China. Considerations prior to entering a joint venture 
agreement are listed. Chapter 2 is a presentation of the rationale of the study, 
and the framework of the research. The following chapter is a literature 
review of the consumer behavior models and the definitions of fast food. 
Methodology is presented in Chapter 4. A customer questionnaire was used to 
investigate the demographic characteristics of fast food customers and their 
eating habits. Findings are analyzed and presented in Chapter 5. Based on 
the results, suggestions for the marketing strategies and how investors can 
adapt to the local environment will be proposed in Chapter 6. Finally, the 
limitations of the study are identified and described in Chapter 7. 
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1.2 China's Economic Development 
Currently, the People's Republic of China (PRC) is still at the sales-
oriented stage. Studying the consumer market of China and the behavior of 
the consumer is a rather new domain in the marketing literature. After more 
than ten years of reform and opening up to the outside world, China has 
gradually abandoned her self-sufficient and self-contained economic 
development model, and has participated more in international production and 
exchange systems. Her foreign economic and trade policy has subsequently 
been adjusted to various extents. It can be foreseen that as China moves 
further towards a market economy, her domestic consumer market will 
gradually become more open to foreign business. 
1.2.1 China's Industries 
China's industry is divided into three divisions: primary, secondary and 
tertiary industries (see Exhibit 1). 
Exhibit 1. China's Industries 
Types of Industries Include ; 
Primary Industry Directly sourced from nature 
e.g., agriculture, fishing and mining，etc. 
Secondary Industry Value-added industry 
(processing industry) _ 
Tertiary Industry Equivalent to the servicing industry 
of the primary and secondary 
industries and includes: communication, 
food & beverage, finance, insurance, 
retailing & distribution, property, etc. 
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Due to the changes in the spending habits of the Chinese and the 
encouragement of the tertiary industry by the Chinese government, many 
foreign companies are interested in selling to this increasingly lucrative 
audience. Thousands of Hong Kong companies are being attracted to unlock 
this huge market. Many companies have already established branches in 
China, for example, Goldiion, Giordano, Fairwood, McDonald's, and many 
other Hong Kong investors are planning to enter this profitable market. 
1.2.2 Effect of the Economic Development 
The 1.1 billion population in China amounts to about one-fifth of the 
world's total. From the consumer marketer's point of view, it is obvious that 
the China market is enormous in size and has great potential for development. 
The rapid growth of China's economy has greatly increased the income of 
residents in cities and villages, and hence their disposable income. Comparing 
1990 and 1978，the average annual salary of urban employees rose from 
RMB615 to RMB2,140, representing a 2.5 fold increase1. 
These rising income levels have boosted the level of expenditure of 
urban and rural residents tremendously. Various kinds of consumer products, 
including durable goods, have become popular; the total consumer sales 
reached RMB725 billion in 1990，an increase of 4.7 times over 1978 levels 
(see Exhibit 2). 
1 China's Consumer Market 92. HKTDC, March 1992. 
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Exhibit 2. The Sales of Consumer Goods in 1990，by Region 
Consumer Goods Sales in 1990 by Region 
Region Consumer Goods Sales ‘ 
RMB100 million 1% Change 1990/89 
Whole Nation 7 250 3 
Guangdong 667 5 
Jiangsu 515 1 
Sichuan 472 4 
Shandong 460 7 
Liaoning 421 2 
Zhejiang 354 2 
Shanghai 334 1 
Hubei 326 2 
Henan 314 1 
Heilongjiang 310 3 
Hebei 308 1 
Hunan 295 -
Beijing 293 16 
Anliui 227 1 
Fujian 208 3 
Jilin 199 1 
Guangxi 175 3 
Shaanxi 160 4 
Shanxi 158 3 
Jiangxi 152 -
Yunnan 146 3 
Tianjin 140 4 
Inner 131 4 
Mongolia 
Xinjiang 104 6 
Gansu 96 4 
Guizhou 86 2 
Hainan 37 1 
Qinghai 29 7 
Ningxia 25 6 
Tibet 13 ： 
• = Insignificant 
Note: The sum of the regional figures is less than the national total because some regions do 
not have complete statistics for other collective ownership and individuals, and do not have 
complete records of the ratio of the sales by rural sector to that of non-rural sector. 
Source: Chinese Statistics Yearbook 1990 & 1991 
5 
The fastest growth in retail sales has occurred in coastal cities such as 
Shenzhen, Zhuhai, Xiamen, Guangzhou, Shanghai, Beijing, Hanzhou, and 
Dalian. The high spending power of the residents of these cities has resulted 
in increased demand for new products, which in turn has boosted product 
variety on store shelves and accelerated imports of foreign goods. 
1.3 Fast Food Industry In China 
Fast food implies convenience, a limited menu, speedy delivery, and 
self-service with a competitive price.2 These characteristics enhance its 
penetration into the Chinese consumer market, which is undergoing rapid 
economic development. Urbanized people are less willing to spend time on 
cooking; they prefer instant and convenient food. This provides a golden 
chance for foreign investors to enter China's fast food industry. 
At this moment, three of Hong Kong's four large fast food chains have 
established outlets in mainland China, namely : McDonald's, Fairwood and 
Cafe de Coral. Maxim's is still planning its expanstion of fast food business 
to China, though it has restaurant operations in Beijing. Others, like Grilled 
Chicken King have also set up business outlets in Shenzhen. 
2 "Hong Kong Fast Food Industry Moves Toward China," Hong Kong Market. 3 October 1992. 
p. 12 
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1.4 Environmental Factors Contributing to the Growth of Fast Food Chains 
in China 
1.4.1 High Consumption Power 
The far-reaching reform and the fast economic development improve 
the earning power of the Chinese. This indirectly increases the savings of 
people on the mainland. It is reported that the savings of the whole nation 
until 1991 has already exceeded RMB910 billion and is expected to increase 
in the future.3 
1.4.2 High Population Growth Rate 
Having the world's largest population, China's population has been 
increasing rapidly (see Exhibit 3). The population growth means that this 
potential market for fast food is expanding. Besides, the "Single Child Poli-
cy" leads to the rapid increase of the small family-size household. This 
phenomenon is particularly conspicuous in the urban areas. It is likely that 
these small size families will visit fast food outlets, which provide convenient 
and fast meals, on a much more frequent basis. In addition, there is a high 
transient population. People come from other cities of the mainland come 
Shengzhen to look for jobs. Besides, there are also people from other 
countries. It is reported that more than 50,000 people cross from Hong Kong 
to Shenzhen in one day.4 Thus, the potential is more than expected. 
3 郭 明 ， 著 先 楗 ， 開 拓 大 陸 消 費 品 市 場 • i H 第 7 版 ， 3 月 3 1 日 1 9 9 2 年 . 
4 "China's Consumer Spending Patterns", Hone Kong Industrialist. December 1992, p.9-15. 
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Source: Chinese Statistics Yearbook, 1991 
Another reason for the decrease in size of the household is the drift 
toward the cities and the need for greater job mobility break up extended 
families. This leads to the need for fast and convenient food which need not 
require people to spend much time in preparation, like the processed, frozen 
convenience food. Fast food outlets are also growing alternatives for eating.5 
5 Selwyn, Michael. "The New Food Chain", Asian Business, December 1991, p. 26-30. 
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1.4.3 Changing Consumer Taste 
As the incomes of both urban and rural residents have increased, the 
spending habits of these consumers have also begun to change. For instance, 
food consumption is now dictated more by demand for quality rather than for 
quantity, as in the past Expenditures on basic foodstuffs are decreasing as a 
proportion of total spending, while purchases of processed foods, milk, dairy 
products, various kinds of beverages, quality food, and nutritious food has 
soared substantially.6 
Changing lifestyles and greater disposable incomes have enhanced the 
popularity of instant foods and appetizing items, which allow consumers to 
spend less time on food preparation. The changes in Chinese tastes for food 
consumption favor the development of fast food chains in order to explore 
the market. 
1.4.4. Social Changes 
More women are becoming part of the working population. They jump 
out the kitchen and find full-time jobs. With this situation similar to that in 
Hong Kong, this leads to the increase in two-income families which are 
willing to spend more on dining out.7 In addition, in the past, there was a 
tradition for Chinese companies to have staff canteeens. Even small 
companies with fewer than 30 employees still provided staff canteens as a 
benefit to the staff. After reforms, in order to achieve cost benefits, many 
company canteens have been closed down8. Instead meals allowance are 
given. This provides another opportunity for fast food operators. 
6 rhina Consumer Market 92. HKTDC, March 1992. 
7 «F a s t Food Outlets Eat into Hong Kong Restaurant Market，" Catering Hotel News, 23 October 
Pgj^2放的標誌•••.快餐店，明缀旨招聘令頁,第4版，3月13日1993年. 
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1.4.5 Keen Competition within the Hong Kong Fast Food Market 
In the beginning of the 1970s, the fast food concept 'evolved', and a 
number of shops came to Hong Kong within a short period of time. Since then 
the fast food industry has experienced remarkable growth every year. In the 
past few years, many new entrants have entered to share the pie, including 
Delifrance, Japanese style fast food stores in food courts of Japanese 
department stores, the return of Kentucky Fried Chicken (KFC), and 
numerous small fast food shops. Up to the end of the 1980s, the fast food 
industry accounted for approximately 10% of the catering industry in Hong 
Kong.9 Even though there is still potential for further development of the 
industry, it is moving towards the mature stage. The juvenile PRC fast food 
market, which only accounts for 1% of the catering industry, is thus worth 
exploring because of its great potential, 
Moreover, apart fiom the keen competition among the fast food chains, 
they also need to face the soaring land and labor costs in Hong Kong. In 
China, both the rent and cost of the work force are much lower. It is 
affordable to hire a larger number of staff.10 Therefore, diversion of their 
investment towards the world's largest consumer market is becoming an 
inescapable trend within the Hong Kong fast food industry. 
9 Sehvyn, Michael. "The New Food Chain", Asian Business, December 1991，p. 27. 
10 Cheung, Raysen W.L. Training Manager of Fairwood Holdings Limited, 26 Februaiy 1993. 
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1.5 Investment in China 
1.5.1 Overview of China Foreign Investment 
The "Open Door" policy is essential to the economic reforms of China, 
the Four Modernizations proposed by Deng Xiaoping. The Chinese 
Government has explicitly recognized the need for foreign technology and 
management techniques, as well as foreign capital11. China, understanding 
that there exist other developing countries which are also looking for foreign 
investment, knows the importance of competition. Her efforts can be viewed 
from the rapidly changing policies which try to benefit investors more to 
attract more and new investments. By the end of 1988，total foreign 
investment in China exceeded USD 10 billion, with many more contracts under 
negotiation, * More than 12,000 enterprises with foreign investors have been 
approved, including about 250 wholly foreign-owned ventures. 
China's commitment to harmonize her economy with those of other 
countries can be seen from her steady stream of investments and acquisitions 
by Chinese companies outside China12. China has five major reasons for 
investing abroad: 
1. to gain access to raw materials which China lacks 
2. to acquire new technologies 
3. to gain more foreign management experience in order to build a more 
effective management system in China 
4. to act as a pioneer for exports 
5. to make more money 
11 "Feature", Economic Digest. 7 December 1992. 
12 The People's Republic of China Perspectives, Arthur Anderson & Co.，3rd ed. May 1989, p.24. 
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1.5.2 Doing Business in China 
Doing business in China requires a great deal of patience and 
perseverance, as procedures may take a long time to proceed, due to the 
bureaucractic system in China. Besides, several factors should be considered 
seriously by the potential investor before entering into a business venture in 
China. These include choosing the right partner, identifying the aims of the 
company which fit those of the Chinese Government, and searching for a good 
location. 
1.5.2.1. Choosing the right partner 
The most important issue, with which all businessmen now currently 
involved in joint ventures in China would agree, is how to identify the right 
Chinese partner(s). For a joint venture which was created to take advantage 
of favorable tax laws, it is essential to have a good Chinese paitner(s) who 
can obtain Chinese business licenses and financing13. 
In order to identify the right selection, it is necessary to find a number 
of potential partners and evaluate them based on a set of criteria, like the 
partner's local influence, whether it has the same interests as your firm, 
whether it has a high quality of staff and management, etc. 
Local influence would be vital to the success or smooth operation of the 
business, which is determined by whether the partners can secure the raw 
materials supply, bargain with the suppliers, and most importantly, whether 
he has a good relation with the Government and/or the various departments. 
13 Cheung, Raysen W.L. Training Manager of Fairwood Holdings Limited, 26 February 1993. 
\ 
1 2 
As stated in China Perspective^ "This is of vital importance in 
securing supplies, raw materials, infrastructure, etc., which is difficult enough 
in a planned economy, but perhaps harder still in an economy that is making a 
painful transition to a 'socialist local bureaucracy economy'. A committed, 
influential partner which can deal effectively with local bureaucracy may be 
able to overcome a series of difficulties." 
1.5.2. 2 Ensure your objectives are in line with China's plans 
A large number of foreign investors keep an eye on the potential China 
market, and use investment as a tool to enter this previously impenetrable 
market. However, although China is more open than in the past, the access is 
still limited, which may be due to the tight management of foreign exchange 
by the Government. 
Technological advanced companies may have advantages over the 
others. As China aims to improve her technological level and generate more 
international business, so she upholds projects which bring technological 
advancement and exports. 
1.5.2. 3 Finding a suitable location 
One of the criteria in searching for a suitable location is the type of 
business. Other important considerations include the availability of raw 
materials, the infrastructure, the labor force, etc. Location is an important 
aspect in doing retailing business. In order to find a suitable location depends 
greatly on the Chinese partners for information on land availability and 
evaluation, bargaining on the rent, etc. 
14 The People's Republic of China Perspectives. Arthur Anderson & Co., 3rd ed. May 1989, p. 183. 
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1.5.3 The Regional Policy of China 
1.5.3.1 Background 
The Special Economic Zones (SEZs) of Shenzhen, Shantou, Zhuhai and 
Xiamen were set up in July 1979.15 The reason for choosing these locations was 
their proximity to Hong Kong, Macau and Taiwan, which reflect the reunification 
hope of China. 16 
1.5.3.2 Development of the Coastal Cities 
Premier Li Peng stated at the National People's Congress in 1988 "Coastal 
areas must speed up the growth of an export-oriented economy and their prosperity 
will stimulate the economic growth of the whole country." Besides, he also said that 
"The coastal areas will make full use of their abundant and low-cost labor resources, 
carry out a policy of importing raw and semi-finished materials and exporting finished 
goods, encourage both labor intensive and labor/technology intensive processing for 
export, and participate in international e x c h a n g e . "17 
1.5.3.3 Shenzhen and the Special Economic Zone 
Shenzhen city, with a total area of 2,020 square kilometers, is located 160 
kilometers southeast of Guangzhou. With 2,39 million population, it generated 
RMB17.5 billion and RMB27.2 billion in GDP and GIO (Gross Industrial Output), 
respectively, in 1991.18 j t has developed a complete and extensive transportation 
system. Trains, vessels and planes are vehicles connecting Shenzhen with the rest of 
the world. 
15 Market Profiles on Mainland China's Provinces. HKTDC, October 1992. 
16 The People's Republic of China Perspectives. Arthur Anderson & Co., 3rd ed. May 1989，p. 223-
245. 
17 The People's Republic of China Perspectives. Arthur Anderson & Co., 3rd ed. May 1989, p. 223-
245— 
18 Market Profile - Shenzhen City. HKTDC, August 1992. 
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In 1991，the GDP of Shenzhen amounted to US 1,400 with a 25.5% 
increase over 1990. The figure is the highest among all cities in China. This 
is a persistent trend; in 1990，the GDP per capita in Shenzhen was 3 times 
higher than the second highest city, Zhuhai (see Exhibit 4). Hong Kong and 
Taiwan are the major sources of foreign investments. By the end of 1991， 
Hong Kong had invested in projects accounting for USD3.25 billion, whereas 
Taiwan, up until March 1992，had invested USD694 million.19 
Exhibit 4 GDP Per Capita (RMB) of Major Cities 




















Source: Chinese Statistical Yearbook, 1991 
The SEZ, with an area of 327 square kilometers, has a population of 
1.2 million. The Chinese Government is now thinking of extending the 
boundary of the SEZ further to the north. Actually, most of the economic 
activities of Shenzhen occur inside the SEZ. 
19 Market Profile - Shenzhen City. HKTDC, August 1992. 
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In 1991，the Chinese Government carried out some procedures to 
improve the investment environment of Shenzhen. It enlarged the securities 
market，and developed the duty-free raw materials markets. 
1.5.4 China's Tertiary Industry 
1.5.4. 1 Opening of China's Tertiary Industry 
In 1992，the hottest topic was the tertiary industry of China. Since 
1949, China has been generally short of materials, and has placed great 
emphasis on self-containment and self-sufficiency, concentrating on 
agriculture and manufacturing. In September 1984, while visiting Shanghai, 
Premier Zhao Ziyang emphasized that " We need to strongly support the 
development of the tertiary industry in China", In the same year, the 
government began to promote city economic reform, and the value of the 
tertiary industry appeared in the government statistics for the first time. The 
opening of the tertiary industry aims at gaining more foreign capital and 
technology, which in turn aids the development of the primary and secondary 
industries.20 
1.5.4. 2 Nationwide Action for the Tertiary Industry 
In June 1992, the Chinese Government declared the opening of her 
tertiary industry and in October 1992，the National People's Congress (NPC) 
called for a meeting to speed up the development of the tertiary industry 
nationwide. 
20 "Feature," Economic Digest. 7 December 1992. 
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The reform started in 1979 had three important impacts on the tertiaiy 
industry. They are : 
1 • reconsideration of the priority of the nation's development target 
2. provide more job opportunities 
-release citizens from the farmlands and provide jobs for the 
unemployed young people 
3. to gain more foreign exchange 
- t h e service industry is the most profitable sector 
1,5.4.3 China's Retailing Sector 
In China, state control over the retail sector was strictly imposed; 
foreign-invested retail operations did not really see the light of day until the 
late 1980s. After the opening of primary and secondary industries, the recent 
liberalization of policies governing foreign investment in the service sector has 
stimulated many Hong Kong investors to unlock the China consumer market. 
With respect to such a golden opportunity, fast food big name such as 
McDonald's, Fairwood and Cafe de Coral are rushing to position themselves in 
the Chinese fast food market. 
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1.5.5 China's Investment Prospects 
15.5.1 Future of China's Investment Development 
In the future, China's absorption of foreign investments will be faster 
and of greater volume. The reason for this prosperous fu toe mainly rests on 
the government's view of the open door policy as a long-term strategy of the 
nation. It becomes more open on the foreign investment policies, which gives 
more benefits to foreign investors. For example, in 1983，China further 
lengthened the period for income tax deduction, fi.om the original one year tax 
free and two years half payment of tax, to two years and three years, 
respectively21. In 1985，it also allowed outside investors to set up wholly-
owned subsidiaries which gave foreign investors greater privileges and 
benefits. 
1.5.5.2 Investment Environment in China 
China definitely has a praiseworthy investment environment, including 
rich natural resources, huge market potential, and a large and relatively 
inexpensive work force. All these are attractive to investors. Other aspects of 
the investment environment are also undergoing improvement. For example, 
the legal system of China is becoming more complete; the infrastructure 
development is hastened, especially in the 14 coastal cities. Besides, the 
management system reform on the mainland is in progress, together with the 
creation of better investment conditions for the foreign investors. With the 
development of international business, a large group of professionals in 
international business, economics and legal systems is growing, which aids 
and further improves the investment environment in China. 
2 1 扣 保 皋 园 $ 育 閜 g . 中 园 园 際 經 濟 諮 詢 公 司 及 大 學 出 版 印 務 公 司 ， 
133-135M, 6 1 1 9 8 8 ^ . 
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CHAPTER II 
RESEARCH FRAMEWORK AND OBJECTIVES 
2.1 Research Interest 
2.1.1 Why Study Fast Food in China 
As mentioned in Chapter 1，the increase in income of both urban and 
rural residents alters the spending habits of China's consumers. Though food, 
clothing, housing, and daily necessities continue to account for the bulk of 
urban expenditures - last year urban households spent 54.2% of their income 
on food, 13.4% on clothing, 28.5% on daily necessities, and 3.9% on housing 
-rising incomes have prompted demands for new types of products. Food 
consumption, is now dictated more by demand for quality, rather than 
quantity. Expenditures on basic foodstuffs are decreasing as a proportion of 
total spending, while purchases of processed foods, milk, dairy products, and 
other goods are increasing. Changing lifestyles and greater disposable 
incomes have enhanced the popularity of instant foods and delicatessen items, 
which allow consumers to spend less time on food preparation22. Furthermore， 
there is an old Chinese maxim, "Chinese put eating as the first priority." With 
this unique characteristic, people will try any new and tasty things. 
22 "Unlocking the Consumer Market," The China Business Review, November-December 1992, 
p. 18. 
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As stated by Mr. S.C. Wong, Yuehai Corporation, 40% of the 1.1 billion 
population is of the age group 15-39, which has high spending power and 
consumption needs. On the other hand, savings have already exceeded RMB 
900 billion, with an increasing trend. This indicates that the potential is 
unpredictable. Thirdly, the continuing open policies of the government 
encourage investments. Finally, since several western industrial countries are 
in economic depression, this changes the Hong Kong investors' focus of 
investment to mainland China. 
2.1.2 Why Shenzhen? 
Due to the fact that fast food has managed to assume its overwhelming 
dominance in Shenzhen just in the course of a few years' time, it is very 
interesting to understand more of this "imported" culture of eating through a 
study of consumer behavior so as to determine the various consumption 
patterns and their supporting rationale. Faced with rapidly changing 
environments and fierce competition, it is essential for the marketer to have a 
good and up-to-date understanding of the marketing elements in order to 
reduce uncertainties and enhance profitability of the company. Therefore, it is 
time for us to act as a pioneer in investigating the basics of consumer behavior 
in Shenzhen for the fast food industry. However, Shenzhen has been chosen 
for this research, rather than other coastal or inland cities, for a number of 
reasons, as described in the following sections. 
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2.1.2. 1 From Researcher's Point of View 
Due to limitations in time and resources, only Shenzhen has been chosen for 
study. Besides, from the distribution of the fast food companies' outlets in 
China, a trend of exploring Shenzhen as the secondary market can be 
observed, which might be due to its proximity to, and the more similar tastes 
with, Hong Kong. Therefore, it would be meaningful to study Shenzhen's fast 
food market for the later entrants. 
A number of food companies which selected Beijing as the site for opening 
their first outlets have done so for political reasons. Almost all of them 
stopped expanding their business in Beijing after opening their first outlets. 
Normally they would then concentrate their expansion in the coastal areas, due 
to economic reasons. 
2.1.2. 2 From Fast Food Company's Point of View 
As this project is to study the potential for a Hong Kong fast food company to 
explore Shenzhen for business expansion, it is important to view the situation 
from the company's standpoint. 
1. When considering lifestyle and/or taste, Shenzhen consumers' habits 
are more akin to those of Hong Kong consumers. Companies can 
transplant their store designs, layouts and product mixes directly from 
their Hong Kong operations. As a consequence, it is easier for a Hong 





2. Since it is geographically close to Hong Kong, it is easier for the 
company to provide assistance to and have contral over the subsidiaries 
in Shenzhen, as compared to other places in China. 
3. Besides, Shenzhen is already receiving Hong Kong's TV programs and 
commercials23, so people there may already be familiar with these 
Hong Kong fast food companies. This fact can aid Hong Kong fast 
food investors to build up their image. 
4. As mentioned by several speakers, it takes only six months for the 
operation to become profitable in Shenzhen. Besides, according to the 
marketing manager of Hop Hing Fast Food Ltd., Mr. Tony Yee，"The 
future prospect for franchising in China is bright." All these exciting 
facts encourage investment in Shenzhen. 
5. Shenzhen has a young population and they have spare cash to spend.24 
Annual per capita income is around HKD 42,900, which is much higher 
than Guangzhou and Shanghai, which only have around HKD 10，140. 
2.2 Purpose of the Study 
The project is aimed at providing information on the fast food industry in 
Shenzhen for businessmen who have the interest to explore this prosperous 
market. Future foreign fast food investors can decide how they should set 
their price, product, distribution and promotion strategies. 
23 "China's Consumer Spending Patterns,M Hong Kong Industrialist. December 1992, p.16. 
24 "Day and Night in Shenzhen," Business China. 16 November 1992, p. 3. 
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Another purpose of this project is to investigate who the fast food customers 
are，their habits in dining out, consumption patterns and the key needs of the 
customers, 
Finally, it is hoped that this research paper can act as an introduction for 
foreign fast food investors who wish to enter not only the Shenzhen market, 
but also other cities in China. Although each city has its own eating habits, 
peculiarities and lifestyles, the conclusions of the paper may also apply to the 




3,1 Highlights of Consumer Behavioral Studies 
Consumer behavior is a function of both the individual and the 
environment. Understanding consumer behavior is essential in this dynamic 
market and business world. Research on consumer behavior helps marketers 
to identify how customers identify a need for a product or service, the pre-
purchase activities they follow, the purpose of purchasing the product and 
their post-purchase feelings. All will help to indicate how marketing 
operations can be planned to affect or shape demand by causing changes in 
buyer preferences and reactions.25 
They also help to bring products and services more into line with 
customer needs. They not only assist when decisions on product modification, 
rationalization, and new product development have to be made, but also when 
decisions concerning promotional, pricing, and distribution matters arise. 
25 Berkman, Harold W. and Gilson, Christopher C. Consumer Behavior : Concepts and Strategics, 
Boston: Kent Publishing Company, 1978. 
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3.2 Consumer Behavior•廷 
The central part of the consumer decision making process is governed 
by three forces. They are individual differences, environmental forces and 
psychological processes . By understanding the consumer's decision process, 
marketing strategies can be formulated. 
3.2.1 Individual Differences 
A key element of consumer behavior lies within the individual. There 
are six basic consumer variables that control all internal thought processes. 
They are consumer resources, motivation and involvement, knowledge, 
personality and lifestyle, attitudes, and demographics. Each variable plays a 
part in the consumer's decision, and all of them interact to condition the 
specific action taken. 
3.2.2 Environmental Forces 
Consumers are continually under the influence of the environment. 
There are five broad environmental determinants of consumer behavior. They 
are culture (the norms of society, the influences of regional or ethnic 
subcultures), social class (the broad socioeconomic group to which the 
consumer belongs), personal influence (friends and reference groups), family 
(group of people related by blood, marriage, or adoption who reside together), 
and situational determinants (the situation in which a product is purchased). 
26 Engel, James F., Blackwell, Roger D.，and Milliard, Paul W. Consumer Behavior. 6th ed., Illinois 
：The Dryden Press International, 1990, Chapter 2. 
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All these factors, individual factors and the social and environmental 
forces, cannot be viewed separately. It is because they interact simultaneously 
and continuously to influence the individual decision making process. 
3.2.3 Psychological Processes 
Psychological processes involve information processing, learning, 
attitude and behavior. As communication is the baseline of marketing acts, it 
is important to understand how consumers transform, analyze, store and use 
information. Learning is actually a process of transforming experience into 
knowledge, attitude and behavior. Therefore, in order to persuade consumers, 
marketers must study and understand their learning processes. 
3.3 Consumer Decision Making Process 
It is explained earlier that consumer decision making is the central issue 
of consumer behavior, which is based on the individual's internal makeup and 
relevant environmental influences. The consumer decision process is divided 
into five steps. They are problem recognition, information search, evaluation 
of alternatives, decisions on alternatives, and assessment. 
3.3.1 Problem Recognition 
A problem/need exists any time the consumer has some purchase goal 
and is uncertain about how to achieve it. Problem recognition is 
understanding that there is uncertainty about the goal, its achievement, or the 
outcome.27 
27 Walters, C. Glenn and Bergiel, Blaise J. Consumer Behavior - A Decision Making Approach, 
Cincinnati: South-Western Publishing Co., 1989，Chapter 2. 
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There are three explanations of how problem recognition can be conceived. 
1 • The Motivation-Arousal Approach 
It is believed that the need for purchase is determined by motives 
"derived from biogenic or psychogenic needs, wants, or desires of the buyer 
that are related to ... consuming a product class or category."28 Motives are 
the reflection of the consumer's personality and variables of social 
environment. The motives lead to a high state of arousal, which in turn 
directs information search. As a result of information search, the consumer 
can satisfy his motives. 
2. The Problem-Recognition Approach 
In this approach, die consumers may recognize the existence of a 
problem that must be solved through some buying activity.29 People become 
aware there is a need when they realize that a discrepancy appears between the 
actual and the desired states of being. Marketers and researchers, by carrying 
out surveys, try to identify consumer problems by analyzing the factors that 
act to widen the gap between the actual and desired states. Therefore, if the 
level of the desired state increases beyond a tolerable extent or if the 
satisfaction with the actual state decreases, a problem or need may be 
recognized. This propels a consumer to action, i.e., go to the information 
search process in decision making.30 
2 8 Howard, John A. and Ostlund, Lyman E. Buyer Behavior. New York: Knopf, 1973. 
2 9 Engel, James F.，Kollat, David T. and Blackwell, Roger D. Consumer Behavior. 2nd ed. New 
York: Holt, Rinehart and Winston, 1973. 
3 0 Engel, James F., Blackwell, Roger D.，and Miniard, Paul W. Consumer Behavior. 6th ed., Illinois 
:The Dryden Press International, 1990，Chapter 17. 
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3. Conflict-Reduction Approach 
From the psychological point of view, people respond to circumstances 
in rather consistent ways. However, the dissolution of a motive may place 
individuals in conflict situations with several different alternatives. As a 
result, a choice behavior will be used to resolve the conflict. 
3.3.2 Information Search 
Consumer information search is essentially a learning process by which 
the consumer identifies alternative products or brands, specific stores, trade 
areas，prices, terms of sale, and services. All the information collected will be 
evaluated in the next evaluation stage. 
Consumer search includes both internal and external information 
sources. Internal search concerns data about the individual's experiences and 
knowledge stored in his long-term memoiy.31 If the internal search cannot 
provide adequate information, the consumer may go on to collect additional 
data from the environment. External search is divided into two types: 
1. Pre-purchase search for information to satisfy the immediate purchase 
need，and 
2. Ongoing search, in which information collection takes place on a 
relatively regular or continuous basis.32 
3 1 Engel, James F.，Blackwell, Roger D.，and Miniard, Paul W. Consumer Behavior. 6th ed., Illinois 
:The Dryden Press International, 1990，Chapter 17« 
3 2 Engel, James F.，Blackwell, Roger D.，and Miniard, Paul W. Consumer Behavior. 6th ed., Illinois 
:The Dryden Press International, 1990，Chapter 17. 
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3.3.3 Alternative Evaluation and Decision 
Alternative evaluation is the activity of identifying alternatives to a 
problem and by using certain criteria to evaluate the relative merits of each 
solution. Consumer decision and purchase is the result of the evaluation, 
which is the mental process of choosing the most desirable alternative. 
In the evaluation process the consumer must set up the evaluative 
criteria which are used as standards for comparing the alternatives. Different 
evaluation criteria will be used and will be weighted differently. Besides, the 
criteria used depends on the type of product the consumer intends to buy, and 
the individual and environmental factors.33 
3.3.4 Post-Purchase Assessment 
Post-purchase assessment is the consumer's perception of the outcome 
of the purchase, which can be categorized as satisfaction or dissatisfaction 
with the purchase34. Post-purchase assessment is always the result after the 
buyer has obtained new information. The new data may come from 
experience with the product or the method of buying. Besides, it may also 
come from the contact with external groups after the purchase. Thus, both the 
internal determinants and external influences affect post-purchase 
assessment.35 
3 3 Engel, James F., Blackwell, Roger D.，and Miniard, Paul W. Consumer Behavior, 6th ed., Illinois 
：The Dryden Press International, 1990，Chapter 18. 
3 4 Berkman, Harold W. and Gilson, Christopher. Consumer Behaviour : Concepts and Strategies. 
3rd ed. Boston : Kent Publishing Company, 1986，Chapter 3. 
3 5 Zaltman, Gerald. Consumer Behavior: Basic Findings and Management Implication 2nd ed. 
New York : Wiley, 1979. 
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Although post-purchase assessment is the last step in the purchase 
process, it is not necessarily the end. The information gained from the process 
of purchasing and post-purchase assessment is stored and becomes a part of 
the experience contained in the individual's memory. When he enters into 
another purchase, the consumer can recall the information. Thus the purchase 
is, in one sense, a continual process. The end of one purchase decision is the 
beginning of another. 
3.4 Consumer Behavior's Role in the Design of the Marketing Strategy 
Marketing strategy represents variables under the control of the 
marketer that attempt to inform and influence the consumer. Besides, it is 
the overall plan developed by marketing executives to achieve the company's 
goals. Marketers must obtain information fiom the consumer prior to the 
development of the marketing strategies. Marketing strategy has two steps: 
1. Identify marketing targets - The marketing targets are a combination of 
selected persons from all external groups who have a common want or interest 
toward which marketing can have direct appeal. 
2. Develop a marketing mix - Select and coordinate the policies to satisfy 
the wants and/or interests of the marketing target segment. This marketing 
mix consists of product, price, promotion, and distribution elements. 
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In consumption-oriented societies, consumers who make up the target 
market are vital to the success of every marketing strategy. Consumers affect 
every marketing decision, and consumer needs, wants, and desires must be 
satisfied if the marketing program is to succeed. Let us consider some of the 
specific ways in which consumer decision making affects marketing strategy. 
3.4.1 Market Segmentation 
Market segmentation is the process of dividing a heterogeneous market 
into smaller groups of customers having relatively homogeneous 
characteristics. Marketers must segment because, even when consumers have 
the same wants, their problems vary due to differences in location, climate, 
age, sex, income, occupation, education, religion, race, nationality, social 
class, psychological makeup, etc. 
Marketers segment by grouping persons with relatively homogeneous 
characteristics together and attempting to satisfy their common needs, wants, 
and desires. Segmentation lies at the heart of all marketing strategy. The 
marketing manager must be able to identify common problems among 
consumers before deciding how best to satisfy these persons. It follows that 
marketing executives must spend considerable time studying consumer 
problems. 
3.4.2 Product 
Like all marketing mix elements, product policy is partly a response to 
the particular market segment included as part of the marketing target. In 
other words, marketing management must tailor the design and development of 
product types, brands, and lines to the specific wants of consumers. When the 
consumer's problem changes, so do the products. 
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3.4.3 Pricing 
Price communicates the value or worth of the product to the consumer. 
The price to be charged for a product or service is a function of a number of 
factors, including cost of manufacture, competitive pricing practices, and 
perhaps most importantly, the price sensitivity of consumers by market 
segment. Here again consumer studies can provide direction for the 
company's decisions. 
3.4.4 Promotion 
Promotion includes personal selling, sales promotion, advertising and 
publicity, which communicate to consumers information about the 
organization, its stores, its products, and its services. The design of the 
communication program aimed at consumers will also depend on consumer 
behavior input. What kinds of information are needed by consumers? How 
sensitive is the consumer to the advertising of the product and how do 
consumers perceive the product? All of these consumer behavior inputs are 
important in designing the communication vehicles. 
3.4.5 Distribution 
Finally, in designing the marketing program, we must select channels 
of distribution. The channel selected must first be compatible with consumers' 
shopping habits. It must provide consumers with benefits they need in order 
to close the purchase. Channels also add meaning to the product. A 
marketing manager should select stores which are compatible with the image 
being projected, ranging from high status to inexpensive. In fact, all elements 
of the marketing mix must be complementary and consistent. 
‘ . . -
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3.4.6 Conclusion 
As a whole, the design of the marketing program depends on consumer 
needs and consumer patterns of behavior. The field of consumer behavior 
provides an important input to the managerial decision making process. The 
marketing program must be a match between consumers' needs and interests 
and the company's resources and capabilities. 
3.5 Personal Influences 
3.5.1 The Concept of Group 
No one lives on an island alone. Consumer behavior is heavily 
influenced by other people. In fact, many consumer decisions are made by 
groups, e.g., family and organizational decisions.36 In society nowadays, 
individuals belong to different groups, like family, school, work, 
neighborhood, and friendship groups. These groups are known as reference 
groups, which may be defined as the groups whose perspectives an individual 
assumes in forming attitudes and overt behavior.37 Each group, to a certain 
extent, has certain beliefs, values, and norms and expects its members to 
conform to these value systems by behaving in appropriate ways. 
36 Kassaijian, Harold H. and Robertson, Thomas S. Perspectives in Consumer Behavior, 3rd ed. 
Illinois : Foresman & Company，1981，Chapter 5. 
37 Berkman, Harold W. and Gilson, Christopher C. Consumer Behavior : Concepts and Strategies, 
1986. Chapter 6. 
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3.5.2 Primary and Secondary Reference Groups 
There are two kinds of reference groups，primary and secondary. 
However, this classification is not complete. There is no absolute boundary, 
i.e., the categories can be overlapping.38 
A primary reference group denotes any group that contains 
relationships, like family, peer and work groups, and it has five 
characteristics. Firstly, it includes a variety of roles and interests for the 
members of the relationship. Secondly, it involves a high degree of personal 
involvement; all members understand each other very well. Thirdly, it 
involves free and extensive communication; members are allowed to 
communicate freely with each other. Also, it is a personal and emotion-laden 
relationship. Finally，it is not an easily transferable relationship. This involves 
subtle human feelings, which are not transferable. Secondary groups are less 
emotional and require less personal involvement. These include the 
relationships in large institutions and organizations.39 
38 Engei，James F.，Blackwell, Roger D” and Miniard, Paul W. Consumer Behavior, 6th ed.，Illinois 
：The Dryden Press International, 1990，Chapter 5. 
39 Berkman, Harold W. and Gilson, Christopher C. Consumer Behavior : Concepts and Strategies, 
Boston : Kent Publishing Company, 1978，Chapter 6. 
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3.5.3 Group Influences 
There are 3 types of influences that an individual can receive from his 
reference group(s).40 
Utilitarian Influence 
This is also call normative influence. Under this influence, each member of 
the group must adhere to the normative system established for the particular 
group. Normative influence occurs even when there are no direct or formal 
pressures on the members. 
Value-Expressive Influence 
Under this influence, members need to have psychological associations with 
the group. In order to do this, they accept the norms, values and beliefs of the 
group. 
Informational Influence 
Under certain circumstances, consumers may rely upon the opinions of others, 
especially when it is hard to evaluate the product simply by observation. In 
such instances, consumers may perceive usage or recommendation by others 
as references. 
40 E n g e l ’ j a m e s F.，Blackwell, Roger D.，and Miniard, Paul W. Consumer Behavior. 6th ed., Illinois 
；The Diyden Press International, 1990, Chapter 5. 
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3.5.4 Word-of-Mouth Influence 
Occasionally, consumers may depend on word-of-mouth to make 
purchasing decisions, From past studies, when consumers lack an adequate 
information base, other sources are not available or are of low credibility, or 
the influential is more easily accessible than other sources, then they may 
depend on word-of-mouth. Besides, when the product is hard to evaluate, 
consumers don't have the ability to evaluate the product and they may also use 
word-of-mouth channels to obtain information. 
Consumers may look for opinion leaders for information about products 
and services. According to the two-step flow hypothesis, opinion leaders are 
the links between the media and most consumers. However, sometimes the 
receiver may also be subjected to mass media influence, along with the 
opinion leaders. In this case, both the opinion leaders and the receivers are 
the target markets of the product. 
3.5.5 Implications of Personal Influence 
Bourne addressed the issue that the amount of reference group 
influence is related to the kind of product under consideration.41 Therefore, if 
personal influence is considered to be an important factor in marketing a 
specific product, the marketers must first determine the characteristics of that 
group or of the influentials. 
41 Berkman, Harold W. and Gilson, Christopher C. Consumer Behavior : Concepts and Strategies, 
Boston : Kent Publishing Company, 1978, Chapter 6. 
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3.6 Fast Food Operations 
3.6.1 Origin of Fast Food 
It is believed that the United States is the birthplace of fast food. Two 
of the supporting reasons are the fast moving pace of daily life, and the 
mentality of searching for novelty, i.e., new things and/or ideas. 
3.6.2 Considerations in Doing Fast Food Business 
Together with worldwide economic improvements, the costs of food, 
wages and other operating costs have increased rapidly. In fact, caterers are 
faced with a cost explosion; these lead to the appearance of many new cost 
control methods and other efficient management systems to save cost. As a 
world trend, the pace of life has generally begun to quicken, which diminishes 
the time spent on eating breakfast, lunch and dinner, and encourages the 
development of fast food operations. 
In order to put fast food operations into perspective, it is necessary to 
consider two things that have produced a suitable environment for the growth 
of fast food catering. The first concerns the target group，i.e., the people that 
the industry serves, which is a massive, almost universal, and practically 
undefinable public. The second concerns the technological and management 
evolution in the fast food industry.42 
42 Rertram. Peter. Fast Food Operations. L o n d o n : B a r r i e & Jenkins Ltd.，1975，Chapter 5. 
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3.6.3 The Definition of Fast Food 
The definition of fast food seems commonplace enough, meaning 
"fast" "food". However, there is no absolute definition of the term. Usually 
there are 3 different meanings given to the expression fast food: 
1. food that can be prepared for service and consumption in a minimum 
amount of time 
2. food that can be consumed quickly43 
3. take-away food, usually available on demand, rather than being 
prepared individually for each of the customers44 
None of the above definitions is perfect. When considering the rate of 
consumption, this greatly depends on the individual's ability to eat fast and the 
situation under which he is consuming. It is common for people to associate 
fast food with take-away food. This may be due to the fact that most fast 
food shops in the U.S. do not provide seats or tables for the customers; hence 
food sold is intended to be consumed in places outside the shop. However, 
many fast foods are consumed inside the outlets, which implies that this 
definition is not complete. 
It is important to note that "easily prepared" or "ready food" does not 
necessarily mean pre-manufactured food of the type known as "convenience 
food", like instant noodles. In general, the term is applied to all food that can 
be easily prepared and consumed quickly. 
43 Longman Handy English-Chinese Dictionary, Longman Group (Far East) Limited 1992. 
44 Hau, Wing-man. A Study of Fast Food Industry in Hone Kong. Citypolytcchnic, Department of 




ii——Before Starting the Secondary Data Search 
As the aim of this research is to study the fast food industry in 
Shenzhen, it is important to gather information about the behavior of 
consumers in Shenzhen, which is one of the major factors which determines 
the success of a fast food company. Exploratory research was undertaken by 
collecting secondary data and interviewing people who are knowledgeable 
about the fast food industry in order to generate insights. Information was 
also sought from the Hong Kong Trade Development Council (TDC), 
commercial organizations, and libraries. 
4.1.1 Secondary Data Search 
4.1.1.1 Trade Development Council (TDCl Library 
The Trade Development Council is a rich source of information about 
China trade. It has a specific section to handle China information. The 
information sources include the Statistics Year Book, telephone book, Annual 
Business Report, etc., for the various provinces. Besides, it has press cuttings 
from both Hong Kong and Shenzhen newspapers. More than that, the TDC 
often publishes reports or case studies about business sectors in China. 
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The secondaiy data collected included the population of Shenzhen (the 
total population of the Shenzhen metropolitan area and the Special Economic 
Zone), with further breakdowns by permanent residents against temporaiy 
residents, income and saving distributions, average monthly expenditures, and 
percentage of the population working in the various sectors. This infonriation 
was helpful in designing the questionnaire. 
Since there is no published data about the total number and the names 
of fast food shops in the Shenzhen government data, the telephone directory 
was used to search for the required information. Unfortunately, the Food and 
Beverage Section only listed restaurants and large food shops, without 
indexing the names of the fast food shops. 
4.1.1.2. Commercial Organizations 
Four Hong Kong fast food shops were contacted for interviews in order 
to collect more information about the fast food industry as a whole. Three of 
them have already expanded their business to Shenzhen. The remaining one 
is still at the planning stage. Only two fastfood companies granted an 
interview. From the in-depth interviews, the following aspects of 
information were gathered: 
i. reasons for going to Shenzhen 
ii. problems in conducting business in China 
iii. how they view their competitors 
iv. who their target customers are 
v. what are their marketing strategies 
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4.1.1.3 Libraries 
Libraries of the educational institutions were visited. From these 
sources, more information was collected. These included articles from 
newspapers, journals, periodicals, textbooks and reports on the fast food 
industry，fast food companies, and Shenzhen. ABI and periodicals and 
newspaper indices were used to locate the required data. 
4.2 Primary Data Collection 
4.2.1 Field Observation 
Before the project started，field observation was carried out. This was 
aimed at collecting more information since the fast food market of Shenzhen 
was unfamiliar to the researcher. Through visits to China, the Shenzhen 
metropolitan area, the living standard and the lifestyle of people there were 
better understood. Besides, this unstructured-disguised observation was used 
to gather data for the development of the questionnaire. Disguised 
observation is employed because the observer posed as one of the customers 
in the fast food shops, so that other customers were not aware of the situation. 
Fast food shops visited included McDonald's (one branch), Fairwood 
(two branches), Cafe de Coral (one branch), and some of the local fast food 
stores. The observation process was undertaken at two times : lunch time and 
tea-time during a weekend. Some of the situations noted were : 
1. the consumers' characteristics 
氺 age 
* their companions (family, friends, etc.) 
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2. the mode of consumption (stay at the premises or take-
away) and 
3. percentage of seats occupied 
4.2.2. Personal Interviews 
4.2.2. 1 With Fast Food Shop Representatives 
Interviews with the fast food shop representatives sought information 
about their operating and marketing strategies, and how they view their 
customers. As the fast food outlets are in contact with consumers everyday， 
they are most knowledgeable about the needs and the behavior of the 
customers. Although different companies may have different strategies, some 
fast food shops viewed families as their target market，whereas others included 
the whole population. They shared more or less the same view. They believe 
that customers nowadays are more concerned about the quality of food, rather 
than quantity. They are willing to pay more to eat something new, special, 
tasty, and interesting. 
4.2.2.2 With Customers 
From the interviews with the fast food shop operators and field 
observation, a general picture was formulated. However, in developing the 
questionnaire, the most important thing is to identify the specific type of 
information needed to accomplish the research objectives. In order to achieve 
this, informal interviews were conducted. These interviews were unstructured, 
aimed at collecting more data from the consumer's point of view. Issues 
addressed include : definition of fast food, time and reasons of consumption, 
frequency of visits, etc. 
4 2 
4.2.3 Questionnaire 
4.2.3.1 Questionnaire Design 
Based on the information collected from field observation and 
interviews，a structured-undisguised questionnaire was designed and used for 
data collection. The questionnaire was divided into 3 sections; each section 
captures different types of information. Both the English and Chinese 
versions of the questionnaire are included in Appendix I and II，respectively. 
However，all interviews were conducted in Cantonese and Mandarin, using the 
Chinese version. 
PART A Screening questions 
* t 0 determine the definition of fast food in the mind of the 
respondent 
to discover how frequently the respondent consumes fast 
food 
* to determine his/her average spending on fast food 
to determine the general consumption and purchase 
patterns 
* to determine the style of fast food most often consumed 
There are a total of eight questions in this part. Most of them are fixed-
alternative questions, i.e., response choices are provided for each question. 
Respondents simply select the answer or answers that best fit their own 
situations. However, the respondents are requested to suggest additional 
information in certain questions. 
4 3 
PART B Ranking of attributes of a fast food shop 
Questions concerning the marketing mix are asked. From Question 5 
onwards, respondents are requested to rank the relative importance of each 
attribute. 
PART C Demographics 
Seven closed-ended questions concerning personal data are set. The 
last question is used to distinguish whether the respondent is a local resident 
or a traveler. 
4.2.3.2 Pilot Questionnaire Testing 
A pilot test on the first draft of the questionnaire was conducted. Using 
the pretest, efficiencies were revealed, modifications to the wordings were 
made, and new questions were added, 
4.2.4 Sampling 
4.2.4.1 Sampling Frame 
In this project, the sampling frame includes all those people who are 
fast food consumers and fall within the age range of 15 to 59. They are not 
confined to local residents or travelers. 
Here the age of the respondent was used as a control variable, as most 
fast food companies are targeting at these young people. Besides, from the 
field observation, there is a high correlation between age and fast food 
consumption. 
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In the research, the age of the respondents are confined to people whose 
ages fall between 15 and 59 because : 
a) The purchasing power of respondents under the age of 15 is expected to 
be low, since they still depend on their families for money. In addition, 
they may be too young to understand the meaning of surveys. They 
may also not be old enough to understand the questions being asked. 
b) People above 59 are also not taken into consideration. It seems that 
people at this age show little interest in fast food, and their purchasing 
power is expected to be low, due to retirement. 
4.2.4.2 Sample Size 
The sample size is an important factor in carrying out statistical 
sampling. If the sample size is greater than necessaiy, it would be a waste of 
resources. On the other hand, if the size is too small, there will be no 
significant statistical inference possible. 
Due to the restrictions posed by the limited time and resources 
available, and the low response rate, eighty-eight questionnaires were 
completed. 
4 5 
4.2.5 Method of Administration 
Personal interviews are used as a means to administer the 
questionnaires, due to the in-depth nature of the questionnaire，as well as the 
time and financial constraints. The data were collected within a fortnight 
during four sessions (breakfast, lunch, tea and dinner time) on weekdays and 
weekends. Due to the unique political environment in China, the interviewing 
site is confined to areas near the fast food outlets in Shenzhen. 
4.2.6 Data Analysis 
4.2.6.1 Data Processing 
All the questionnaires are examined right after the interviews. It is 
believed that this can help to improve the accuracy of the research results, as 
incomplete and inconsistent responses may be reviewed within a short period 
of time. Coding of questionnaires are completed in Hong Kong. 
The data is analyzed using cross-tabulations, which helps to review the 
relationships between variables. Computer software, Excel 4.0，was used to 
perform cross-tabulations. 
m I ； • I I 
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4.2.7 Data Presentation 
Data are presented in the form of pie and bar charts and tables. The 
findings and analysis section is divided into 3 parts : general purchase and 
consumption patterns, cross-tabulation analysis, and the marketing mix. 
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CHAPTER V 
FINDINGS AMD ANALYSIS 
5 1 General Purchase and Consumption Patt^mc 
A consumer survey was conducted in March-April 1993，and a total of 
88 questionnaires were completed. The findings and analysis are presented in 
this chapter, 
5.1.1 Definition of Fast Food 
Definition of Fast Food 
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5% ^ ^ ^ ^ ^ I ^ L 
27% 
A large percentage of respondents believe that fast (41%) and 
convenient (27%) are the most important characteristics of fast food. As a 
result, fast food chains should position their products with these two 
characteristics so as to be successful in the market. Besides, 13% of the 
respondents consider eating fast food as a "fun for family" activity. 
Respondents do not think fast food contains little variety and do not relate 
take-away service with fast food. 
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Fairwood McDonald's Cafe de Coral 
From the question about brand awareness, it can be seen that all three fast 
food chains have high awareness. However, McDonald's enjoys the highest level of 
awareness (99.3%), followed by Fairwood ( 97.6%) and then Cafe de Coral (96.8%). 
This may be due to the early entry of McDonald's in Shenzhen. 
5.1.3 Type of Fast Food Available 
Type of food Consumed 
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Oriental Style Western Style Both 
Fifty-five percent of the respondents who have visited fast food shops within 
the past six months had consumed both western and oriental styles of fast food. 
Thirty-nine percent of the sample prefer western style alone, and the remaining 
minority (6%) adhered only to oriental style food. Hence, western style fast food is 
more popular and better accepted. 
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5.1.4 Frequency of Visits 
Frequency of Visits 
17% O M 
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Fast food service is so popular that 10% of the total number of 
respondents visit fast food shops 4-6 times per week (heavy user), while 65% 
had fast food 1-3 times per week (moderate user), 17% bought once a month 
(light user) and 8% seldom visited, 
5.1.5 Time of Consumption and Purchase 
Time of General Consumption 
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Working Holidays Any Day Others 
Days 
It is shown that the majority of the overall responses (59%) purchased 
their fast food on any day. There are 22% and 16% who would only buy fast 
food on holidays and working days, respectively. It is interesting to note that 
3% of the responses would purchase fast food under special circumstances 
such as celebrations or birthdays. 
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Time of Purchases 
^ 8 0 f 1 ‘ 
t l T u ^ 
0 過 m^^ ^^m m^m w y 
Breakfast Lunch Tea Dinner 
More than half of the respondents (61 out of 88 respondents) the 
respondents consume fast food during the lunch period. A considerable 
number of patrons go to have tea (35) and dinner (32) in fast food shops. 
5.1.6 Consumer Expenditure on Fast Food 
Amount of Money Spent 
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A large proportion of the sample (34%) is prepared to pay RMB20-
below25. Overall, 80% of the sample spend less than Rmb25 for their meal 
(34% spend Rmb20-below25, 33% spend Rmbl5-below20, and 13% spend 
Rmbl0-belowl5). 
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5.1.7 The Advertising Strategy 
Various Advertising Themes 
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Product Chain Service Uniqueness 
Image 
According to fast food consumers, product is the most attractive 
advertising theme (64 responses), follow by service (32 responses) and chain 
image (31 responses). Only 22 respondents regard uniqueness as an important 
advertising theme for fast food, 
5.1.8 Channels of Communication 
Communication Channels 
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Overall, TV commercials still play a predominant role in promoting 
product messages to consumers. In fact, 77 of 88 respondents indicate TV 
commercials as the channel where they first heard of "fast food" (87.5%). It 
was interesting to find that friends' or relatives' referrals play a very significant 
role in getting product information; 53 respondents were told by 
friends/relatives about the product, although most of them also heard about 
fast food service from TV commercials. This result might shed some light on 
the existence of an extensive informal communication network in the Chinese 
society and indicates the importance of personal influence. 
5.1.9 Ideal Location for Fast Food Shops 
Ideal Location For Fast Food Outlets 
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Residential Commercial Industrial Others 
Areas Areas Areas 
When considering ideal locations for fast food outlets, the majority of 
fast food eaters (73 responses) prefer commercial and shopping areas. Only 3 
respondents think that industrial areas are good locations. The remaining 31 
respondents regard residential areas as the ideal locations for fast food shops. 
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5.1.10 Companions in Visiting Fast Food Shops 
Companions in Visiting Fast Food Shops 
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Most of the respondents (68 responses) expressed that they go to fast 
food shops with friends; therefore the influence of peers in eating fast food is 
very significant. Fast food consumption is also influenced by family members 
and children (a total of 59 responses). 
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5.2 Cross-Tabulation Analysis 
5.2.1 Style of Food Choice 
5.2.1.1 The Extent of Demand for the Style of Food bv Age 
Breakdown of Fast Food Users by Age 
23% 7% 
^ ^ ^ 口 Age 21-30 
— — ‘ I ^ Age 31-40 
• Age 41-50 
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Among all the respondents who had the habit of consuming fast food, 
there is a strong relationship between age and the choice of food. The 
younger the respondents, the more likely they accept and choose fast food. 
The bulk of fast food buyers comes from the 21-30 age range (53.4%). More 
than 70% of fast food consumers are aged below 30, and 93% of them are 
under 40. 
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Type of Food Consumed by Age 
Age Group Oriental Style Western Style Both 
Age 15-20 0 4 (4.5%) 11 (12.5%) 
Age21-30 0 26 (29.5%) 21 (23.9%) 
Age31-40 2 (2.3%) 4 (4.5%) 14(15.9%) 
Age41-50 3 (3.4%) 0 3 (3.4%) 
Moreover, the younger the generation, the wider the acceptance of 
western style fast food (i.e., about 30% of consumers aged below 30). None 
of them consume oriental style food only; this is probably due to the fact that 
young people are more modern, and they are more inclined to accept foreign 
and western customs. The 21-40 age group is more interested in both types of 
food (35 out of 88 respondents, 39.8%). However, the more conservative 
elderly population, over 40 years of age, selected the oriental style (3.4%) and 
both types (3.4%) equally. 
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5.2.1.2 The Extent of Demand for the Style of Food bv Income 
Type of Food Consumed by Income 
Income Oriental Style Western Style Both 
Below RMB500 1 10 12 
RMB500-below 1000 0 21 3 
RMBl,000-below 1500 0 2 13 
RMB2,000-below 2500 1 1 3 
|RMB2,500 or above 3 0 18 
There is a strong relationship between income and choice of food; the 
lower the income, the greater the acceptance of western food. It is probably 
because western food, like french fries, hamburgers, etc., is sold at a 
comparatively cheaper price than the Chinese style of fast food, like the 
Chinese dinner specialties or the sizzling platter set. 
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5.2.2 Frequency of Visits 
For those who have tried fast food, there is a strong relationship with 
marital status, age and family size. 
5.2.2.1 Frequency of Visits by Marital Status 
Frequency of Visit by Marital Status 
Frequency of Visit Married Single 
Heavy Users 3 (9.1%) 6 (10.9%) 
Moderate Users 13 (39.4%) 11 (20%) 
Light Users 17(51.5%) 32 (58.2%) 
Seldom Visit 0 6 (10.9%) 
Totol 33 (100%) 55 (100%) 
Frequency of Visits by Marital Status 
i f a m ^ 
Heavy Moderate Light Seldom 
Users Users Users Visit 
From the graph, more than 60% of heavy users are single. This 
indicates that customers who are single visit the fast food shops more 
frequently than those who are married. This might be explained by the 
characteristics of fast food, i.e., fast and convenient, which can solve their 
dining problem within a short period of time, leaving more time for other 
activities. On the other hand, the married people constituted the majority of 
the moderate users. As a consequence, fast food outlets are places which are 
"fun for family", and also good locations for the gathering of young single 
people. 
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5.2.2.2 Frequency of Visits bv A^e 
Frequency of Visit Age 15 • 20 Ape 21 - 30 Age 31 - 40 Age 41 - SO 
Heavy Users 3 (20%) 6 (12.8%) 0 0 
Moderate Users 0 15 (31.9%) 6 (30%) 3 (50%) 
Light Users 12 (80%) 20 (42.6%) 14 (70%) 3 (50%) 
Seldom Visit 0 6 (12.8%) 0 0 
Total 15 (100%) 47 (100%) 20 (100%) 6 (100%) 
Frequency of Visits by Age 
1 0 0 
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There is a strong relationship between the age and the frequency of 
visits. Among all the fast food takers, more than 70.5% of them are below 30 
years of age (see Section 5.2.1.1, Breakdown of Fast Food Users by Age). 
Nine out of sixty-two (14.5%) of them are heavy purchasers, who visit the fast 
food shops 4-6 times per week. In terms of both heavy and moderate users, 
more than 60% (21 out of 33) of respondents are in the 21-30 age range. 
The elderly population, over 40 years old, fall mainly into the moderate and 
light user categories. They visit the fast food shops only 1-3 times per week 
or on a monthly basis. 
5 9 
5.2.2.3 Frequency of Visits by Family Size 
Frequency of Visit 1 - 3 persons 4 - 6 persons 7 - 9 persons 
Heavy Users 6(15.46%) 3 (7.3%) 0 
Moderate Users 9 (23.0%) 14 (34.1%) 1 (12.5%) 
Light Users 24 (61.6%) 18 (43.9%) 7 (87.5%) 
Seldom Visit 0 6 (14.7%) 0 
Total 39 (100%) 41 (100%) 8 (100%) 
With reference to the family size, a total of 44.3% (39 out of 88) of the 
fast food users come from small size families (1-3 persons). They visit fast 
food stores more frequently than those of largest size families (7-9 persons). 
In other words, the heavy users are composed of small (1-3 persons) and 
medium size (4-6 persons) families, with the former being the majority. The 
moderate users come from medium size families. 
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5.2.3 Expenditures on Fast Food 
5.2.3. 1 Expenditures on Fast Food bv Age 
Money Spent Age 15-20 Age21-30 Age31-4Q Age41-50"1 
RMB 10-below 15 5 (33.3%) 6 (12.8%) 0 0 
RMB 15-below 20 3 (20%) 21 (44.7%) 5 (25%) 0 
RMB 20-below 25 6 (40%) 12 (25.5%) 9 (45%) 3 (50%) 
RMB25 or above 1 (6.7%) 8 (17%) 6 (30%) 3 (50%) 
Total 15 (100%) 47 (100%) 20 (100%) 6 ( 1 0 0 % H 
With regard to expenditures on fast food, there is a relationship 
between age and the amount spent. As for the buyers who are aged below 20, 
53.3% of them pay below RMB20 per meal. Those fast food takers who are 
aged above 30 are most likely to spend more than Rmb20 for their meal. 
5.2.3. 2 Expenditure on Fast Food by Income 
I : j • 译 I I l ^ B 20- R M B 2 | or 1 
below 15 below 20 below 25 above 
Below RMB 500 4 ( 3 6 . 4 % ) 6 (20.7%) 9 (30%) 4 (22.2%) 
RMB500-belowl000 3 (27.3%) 9 (31%) 9 (30%) 3 (16.7%) 
RMBl,000-belowl500 4 (36.4%) 6 (20.7%) 3 (10%) 2(11.1%) 
RMB2,000-below2500 0 5 (17.2%) 0 0 
RMB2，500 or above 0 3(10.3%) 9 (30%) 9 (50%) 
Total 一 11 29 ~ 30 18 
In contrast to the age analysis, it was found that household income does 
not have a significant influence on the amount spent. Even consumers with 
the lowest incomes, RMB500 or below, accounted for 22.2% of respondents 
who are willing to pay more than RMB25 per head per meal. 
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5.2.4 Influence on Visits 
5.2.4.1 Influence on Visits by Sex and Marital Status 
Married Female Married Male Single Female Single Male 
By Themselves 1 (2.3%) 0 11 (24%) 14 (33%) 
With Friends 13 (29.5%) 0 29 (63%) 26 (60%) 
With Family 18 (41%) 11 (55%) 6 (13%) 3(7%) 
With Children 12 (27.2%) 9 (45%) 0 Q 
Total 44 20 — 46 43 
It was found that married male respondents are strongly influenced by 
their families and children, which accounted for 55% and 45%, respectively. 
Married female respondents are affected not only by family and children, but 
also by friends (29.5%). In contrast, single respondents, both male and 
female, are influenced much more by their friends, as compared to their 
families. 
5.2.4. 2 Influence on Visits by Age 
Age 15-20 Age 21 - 30 Age 31 - 40 Age 41 - 50 
By Themselves 6 (25%) 14 (17.7%) 6 (15.8%) 0 
With Friends 15 (62.5%) 41 (51.9%) 12(31.6%) 0 
With Family 3 (15.5%) 18 (22.8%) 11 (13.9%) 6 (50%) 
With Children 0 6 (7.6%) 9 (23.7%) 6 (50%) 
Total 24 79 1 38 12 
It was found that the younger the generation, the more they are 
influenced by their friends. It is shown that most of the customers who are 
accompanied by friends are 30 years of age or younger. The older 
individuals are usually under the influence of their families and children, and 
seldom go by themselves or with friends. 
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5.3 Marketing Mix Influencing Buying Decisions 
5.3.1 Motivating Factors Influencing Buying Decisions 
First Priority of Various Choices 
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In order to give an overall picture of the factors which may affect the 
decisions of fast food consumers, a question on the ranking of all the factors 
is included. 
Among the various factors that may influence buyers, the product is 
the most important, with 36% of the respondents considering it to be of 
highest priority. Service ranks second, with 24%. Promotion and family 
members' influence (both 14%) are regarded as relatively more important than 
the shop location. Unexpectedly, price (3%) is not considered as an 
important factor in the consumers' buying decision. Word-of-mouth is ranked 
as the least important factor (2%). 
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5.3.2 Impact of Promotional Activities 
• 
Ranking of Promotional Activities 
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Among all the appeals within the promotional strategies, it is shown 
that TV commercials (34% in the first priority response) are the most 
influential on buyers of fast food. Special offers and free gifts also manage 
to bear some influence on consumer demand for fast food. From the 
responses on the second priority, coupons and special offers seem to be the 
most important. More than 60% of the respondents considered lucky draws 
to be the least effective strategies. 
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5.3.3 Impact of Location Aspects 
• - -
Ranking of Location Aspects 
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With regard to the location aspects, 37% of respondents stated that 
shop location is the most important issue they consider when going to eat fast 
food. Following shop location are cleanliness (majority of the second priority, 
44%), shop decoration/atmosphere (40% of the third priority), and finally seat 
availability, which was the least important (64% of the fourth priority). 
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5.3.4 Impact of Product Attributes 
• “ : 
Ranking of Product Attributes 
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In comparison to other attributes within the product category, taste was 
considered by 38% of the fast food consumers to be the most significant factor 
in influencing their buying behavior. However, Thirty-six percent of the 
sample viewed food variety as the major consideration. Many respondents 
considered packaging to be the least effective appeal (52% in the fourth 
priority). 
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5.3.5 Impact of Service Quality 
“ ~ 
Ranking of Service Quality 
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More than half of the respondents regarded services to be the most 
important factor in attracting them to consume fast food. Therefore, fast 
delivery service and good manners should be emphasized. Efficiency was 
also ranked as an important element (46.6% in second priority and second 
most important in first priority). With regard to other attributes，opening 
hours of the stores is considered to have only a slight impact in influencing the 




In this chapter, some recommendations to the marketers will be made based 
upon the findings and analysis. These may be used as guidelines for the 
formulation of marketing strategies in promoting fast food in Shenzhen. 
6.1 Target Markets for Fast Food 
In marketing, finding the right market focus is an important issue. 
Determining the focal point in such a large market, which seems to be 
homogeneous, is very critical. 
From the research findings, one may conclude that fast food attracts the 
younger generation, including kids，teenagers and young adults. Besides, 
going to have fast food is also viewed as a "fun for family" activity, with the 
small size families being the dominant customers. Therefore, fast food 
operators should view the mass public as the base of the target market, with 
main focus put on these two segments. 
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It is recommended that fast food marketers should put more effort into 
targeting children. It is reported that the smaller the size of the family, the 
greater the decisive power of the kids. McDonald's, which is the big brother 
of fast food, is targetting at children because it understands that the 
"Customer is the king but the child is the boss."45 It is believed that the kids 
who are attracted by McDonald's will also bring their families in. China has a 
similar market situation to Hong Kong. They both have an increased number 
of small size families. As a consequence, kids are the first priority of the 
investors. 
6,2 Marketing Mix for Fast Food Operators 
In order for the marketing strategies to be successful, they need to have 
5 "rights", they are: the right product at the right price with the right quantity 
distributed through the right channel to the right customers. 
As indicated by the results, the product element of the marketing mix is 
the most important factor in determining the success of a fast food operation. 
Therefore, fast food marketers should broaden the menu. Besides, they should 
provide training programmes to staff to secure good services. When 
considering the pricing strategy, price reduction is not recommended. As this 
would hamper the image of the company. Suitable location is important for 
fast food shops. They should be located in areas with high customer traffic 
flow. An important issue is to provide a clean and hygienic environment. 
For promotion, TV commercial would be the most effective mean. 
4 5 萌 关 釀 . 商 品 辜 盔 戰 . 博 益 出 版 , 1 3 7 - 1 4 4 頁 詹 6 月 1 9 9 1 年 . 
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6.3 The Recommended Marketing Mix 
6.3.1 Product Strategy 
6.3.1. 1 Product Variety 
Within the product mix, taste and food variety are the most essential, as 
many people consider them to be important factors in influencing their 
purchasing behavior. Fast food shops should therefore offer a wide range of 
products. The menu must cater to the tastes of the general public as people are 
now more concerned about quality than quantity. Strict and rigid controls on 
the food quality are also important for building the image in the customers' 
mind. 
6.3.1. 2 Service 
The majority of the respondents think that service is the second most 
important factor in affecting the choices of consumers. This may be due to 
the reason that fast food is a kind of service industry; quality, efficiency and 
manners will then be the major variables in determining the satisfaction of the 
customers. Attention should be paid to the quality of the service provided 
by the staff. It is recommended that fast food operators should emphasize this 
significant issue to their staff. Orientation or training programmes should be 
constructed to secure high standards, and quick and friendly service. 
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Besides，it is suggested that fast food operations should maintain a large 
service team. Because lunch and dinner time, Sundays and public holidays are 
the peak times of fast food consumption, in order to provide efficient service 
and prevent overcrowding of the customers, a large number of staff is 
required. This will not be a problem as the labor cost in China is much lower 
than that in Hong Kong and it is affordable for fast food companies to hire 
more staff. Besides, the fast food industry, or the service industry as a whole, 
is a prosperous market with good earnings, so there are a large number of job 
applicants. This allows fast food companies to select the more qualified 
employees. Low labor cost and a large labour market both help investors to 
improve the service provided. 
6.3.1,3 Packaging 
Attractive packaging of products will appeal to customers, as 
cleanliness and hygiene of the food will affect consumer behavior. It 
enhances the shop's image in such a dynamic and competitive market. This is 
why the Japanese are so aware of packaging. However, in this survey, 
respondents rated packaging in a very low position. It may be due to the fact 
that packaging is now following the Hong Kong standard, which is much 
better than that available locally. Therefore, at this moment, the present 
packaging standard in Shenzhen can already meet the demand of the 
consumers there. Nevertheless, packaging can be used as a promotional tool, 
as McDonald's is doing now. McDonald's uses the paper wrapping to promote 
its products. 
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6.3.1.4 Local Adaptation of the Products 
From the field observations, the products available in Shenzhen are the 
same as those in Hong Kong. As the customers are veiy concerned about 
taste，local adaptation may be necessary. However, the taste of the people in 
Shenzhen is more Cantonese, so local adaptation is not necessary. As there 
is a huge number of migrants from other provinces, new product lines can be 
introduced in order to attract these customers. It is important to note that 
market testing is vital before launching the product, otherwise failure might 
result. The failure of KFC in Hong Kong may act as a precedent. 
6.3.2 Pricing Strategy 
From the research findings, price is not playing a dominant role in 
influencing the consumption patterns of most buyers. It is not as important as 
product or services. Buyers most frequently spent RMB 20 - 25 per meal per 
head. This may be because fast food is still a new concept in Shenzhen and 
China. Consumers ai*e willing to pay a higher price for trying and consuming 
new things. In addition, people in Shenzhen have the highest disposable 
income among the various cities in China, so they are willing to try western 
fast food, which is several times more expensive than the local food. 
Furthermore, some customers stated that they are not simply eating foreign 
meals, but also enjoying the foreign culture of dining. They believe that the 
experience is not something which can be quantified in monetary terms. 
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It is suggested that price reduction is not required. In fact，price 
reduction may have a negative impact on the brand image. However, in the 
foture，as competition intensifies and people become used to the fast food 
concept, reconsideration of the pricing strategy may then be needed. At 
present，investors should rely on other strategies for competing. For example, 
a "value for money" tactic can be used to promote fast food. In-store posters 
can be used to convince the customers of the benefits of consuming fast food, 
like encouraging people to appreciate the value of time and foreign culture. 
As fast food in general is targeting at the mass public, this would be an 
effective non-pricing strategy. 
6.3.3 Place (Location) Strategy 
6.3.3.1 Fast food outlet locations 
Location of the outlet is one of the vital elements for the success of a 
fast food operation, which is supported by the findings of the project. The 
majority of respondents consider location as their first priority in affecting 
their buying behaviour. The shops should be located where there is high 
traffic flow and a good transportation network. Research results revealed 
that most people think the ideal locations for fast food outlets are in 
commercial areas, and a considerable percentage of respondents prefer 
residential areas. As a consequence, the shop should ideally be situated in the 
heart of the busy regions where offices，factories, schools, shopping malls and 
residential areas are located. 
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It is recommended that fast food operators should begin to expand into 
the residential areas. As the present fast food outlets are all located in the 
commercial districts in Shenzhen, it is wise to penertrate the unexplored but 
high potential markets. In Hong Kong, for example, many fast food shops are 
located in housing estates and private residential estates. 
6.3.3.2 Atmosphere and cleanliness of the outlets 
Convenient shop location witii delightful decoration/atmosphere and a 
clean environment is what the consuming public prefers. Some respondents 
express that they enjoy the convenience and hygienic environment offered by 
the foreign fast food shops. They said the quality of food and the hygienic 
standard in street stalls are unacceptable. This may explain why foreign 
invested food stalls are able to create a great sensation in Shenzhen, i.e., due to 
their emphasis on cleanliness and neatness. 
Although a considerable number of respondents consider seat 
availability to be the least important when compared with shop location, 
cleanliness and decoration/atmosphere, it is not implied that seat availability is 
unimportant. Fast food outlets should be large and have enough seats to 
accommodate customers even during peak periods. 
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6.3.4 Promotional Strategy 
Only fourteen percent of the respondents believe that promotional 
activities are important. Among these activities, TV commercials are 
believed to be the most effective, followed by special offers, gifts and 
coupons. More than half of the respondents believe that lucky draws are not 
effective promotions. 
6.3,4.1 Promotional Channels 
As people in Shenzhen have received Hong Kong TV programs for 
more than ten years，the Hong Kong fast food chains are household 
recognized names. Marketers need not have tailor-made TV advertising for 
the Shenzhen market. This point is supported by Fairwood's46 and 
McDonald's promotional strategies47. Both companies decided to rely on 
their Hong Kong TV ads. This is because the standardization of advertising 
of the two markets allows fast food operators to reduce promotional expenses. 
Radio is not a recommended channel of communication, because the 
customers cannot see the products, and their interests to consume fast food 
cannot be aroused. 
Besides, personal influences also have significant impacts on the 
consumers. Although respondents ranked word-of-mouth in a low position, a 
high percentage of respondents indicated that friends'/relatives' referrals are 
the second most important channel where they heard about fast food. 
46 Cheung, Raysen W.L. Training Manager of Fairwood Holdings Limited, 26 February 1993. 
47 i P j j a m e s C.B. Licensing Manager, McDonald's Restaurants (Hong Kong) Limited, 14 March 
1993.' 
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6.3.4.2 Promotional Tools 
From the research, coupons had the highest ranking in the second 
priority response. Therefore, fast food companies can use coupons as an 
incentive tool by distributing them to schools, offices, factories, etc. This will 
hopefully increase sales. Sending coupons to schools would be very 
effective，since in a "single child family" dominated society, parents are 
willing to spend more on the child and provide things that she/he wants. 
Special offers and gifts manage to bear some influences on the 
behaviour of consumers. In order to enhance the effectiveness, the needs of 
the local consumers have to be taken into consideration. For example, 
McDonald's has recently organized a "menu chant" contest in Shenzhen with 
several bicycles as prizes for the final winners. This activity successfully 
attracted 900 customers within a 4-day period.48 
Children are delighted with premiums, like balloons, toys, 
pencils and various kinds of gifts. These are very attractive incentives for the 
young customers. Besides, premiums are good image building strategy. 
People will feel more friendly and will more easily accept the chain. Another 
tool is the tray mat. Cross-word puzzles, IQ questions and jokes can be 
printed on the mat which may appeals both the children and the adults. 
4 8 Ip, James C.B. Licensing Manager, McDonald's Restaurants (Hong Kong) Limited, 14 March 
1993. 
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On the other hand, the results revealed that lucky draw is not a very 
effective promotional tool. However, McDonald's, with over two years of 
experience, found that a lucky draw promotion would be a successful tactic 
for them. Thus, it seems that the strategies used must also depend on other 
factors of the company, such as reputation, history in the market, etc. 
6.4 Concluding Comments 
In order for a company to be successful in Shenzhen's fast food market, 
it is important for it to know its customers well and offer exactly what the 
consumers require. Product quality should be viewed as the first priority, 
due to its influence in attracting buyers. Food variety should be large enough 
to allow different customers to have several choices. Packaging and local 
product adaptations are also important concerns, but are not primary concerns 
at this moment for the Shenzhen market 
Besides, convenient location and good decoration/atmosphere are 
decisive conditions in attracting customers. Locations like the commercial and 
housing estates are ideal locations for fast food. As a service industry, good 
and efficient service is of prime importance. Good service does not just 
improve the image of the company, but also boosts its sales. 
In order to gain brand awareness, attractive TV advertisements are 
essential. Besides, building a healthy and socially responsible image is also 
essential in increasing the public awareness. 
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The above recommendations are the implications from the research 
findings. They may be used as guidelines for foreign investors who are 
interested in the Shenzhen fast food market. When projecting to the fast food 
markets for all of city in China, modifications have to be made and further 
information is required due to the presence of numerous subcultures in China. 
In other words, there is no standardized or universal marketing strategy for the 
whole China market. 
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CHAPTER VII 
LIMITATIONS OF THE STUDY 
AND SUGGESTIONS FOR FURTHER STUDY 
7.1 Heterogeneous Population in China 
Although the 1.1 billion people in China look the same in their 
appearance, there are variations between the consumers in China's different 
regional markets49. For example, the rate of increase in disposable income may 
differ from region to region. Due to the dissimilar rates of growth, diversity 
in tastes and expectations is expected. Therefore, it might lead to bias if the . 
findings from this survey are projected to regions beyond the southeast coastal 
cities. Besides, subcultures also vary regionally, and are not examined in this 
research. 
7.2 Time and Resource Constraints 
As mentioned above, since there are significant variations in the tastes, 
expectations and subcultures in this mass population, the results will be more 
representative if more cities are studied. However, owing to the limitations on 
time and resources, only Shenzhen was studied in this research project. It is 
suggested that results would be more meaningful if Shanghai, Guangzhou and 
other cities are also included. 
49 "China's rnnci.m^r SppnHing Patterns " Hong Kong Industrialist. December 1992，p. 15-16. 
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7.3 Sampling Method 
Convenience sampling is used in this project. The respondents are 
restricted to areas near the fast food outlets, like the fast food shop exits. Bias 
may therefore be introduced, as shoppers there may have a positive attitude 
towards fast food. Another problem is this sampling method excluded non-
users of fast food. Reasons for non-consumption were not investigated, so no 
recommendations for strategies to tap these people can be made, 
Besides, in the questionnaire the type of purchasing outlets was not 
included. Actually, there are numerous street stalls and small scale fast food 
shops in Shenzhen. Their effects on the operations of large fast food 
companies should not be ignored. 
7.4 Small Sample Size 
From the experience of the study, people in Shenzhen are reluctant to 
answer questions. Low response rate therefore resulted. In order to improve 
the accuracy and the representiveness of the research, monetary incentives 
(like RMB5-10) can be used. 
7,5 Seasonal Factor 
In the pilot test, respondents stated that they are more likely to go to 
fast food shops during the summer, due to the presence of air conditioning. 
Since the first field visit was on 23 October 1992 and the project will be 
finished in April 1993，the potential customers of fast food outlets who visit 
fast food shops in the summer time are not included in the sample . 
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7.6 Response and Non-response Bias 
Chinese are bound by the "Chung-yung" principle. They have a 
tendency to be like the average man. Social and moral noims prevent them 
from expressing their true feelings, which they think may not be acceptable 
by others. Therefore, in this research, response bias most probably exists, 
but it is difficult to calculate its magnitude. 
Non-response bias refers to those people who refuse to respond. As 
market survey is a rather new concept to people in China, it was difficult to 
convince them to cooperate. Since they are not certain of the researcher's 
motives, they are afraid of the potential consequences which may arise if they 
complete the questionnaire. 
7.7 Reliability and Validity 
As the questionnaire is being used for the first time, its reliability 
cannot be determined. However, when developing this questionnaire, 
references and surveys on fast food have been studied. Therefore, it has a 
certain level of reliability. 
Validity is whether the questionnaire can measure what it is intended to 
investigate. This project is aimed at obtaining information on the fast food 
industry in Shenzhen for current and potential players in this prosperous 
market, and to investigate the characteristics of the fast food customers. The 
questions included in the questionnaire are quite comprehensive, and the 
variables of interest are included. Thus, one may conclude that it has content 
validity50. 
50 Churchill, Gilbert A. Marketing Research : Methodological Foundations. 5th ed. Illinois : The 
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1. What are the characteristics of fast food? (Tick all that apply) 
F a s t . ID 
Convenient 2 口 
Little variety 3 口 
Fun for family 犯 
Take-away 5 口 
Others 犯 
2. Have you ever heard of the following fast food shops? 
Fairwood 7 口 
McDonald's 8 口 
Cafe de Coral 
3. Have you visited any fast food shops during the past six months? 10口 
(If N, go to Section C) 
4. Which of the following fast food shops have you ever gone to? 
Oriental Style e.g., Fairwood, Cafe de Coral 11 • 
Western Style e.g., McDonald's 12 口 
Both ^ ^ 13D 
Others(please specify) 14 口 
5. How frequently do you eat in fast food shops? 
times per week/month : 15 口 
6. Which meal(s) will you come to have? (Tick all the apply) 
Breakfast 16D 
Lunch 17口 
Tea H H 18D 
Dinner 19口 
7. On what day do you normally purchase "fast food"? (Tick all that apply) 
Working day 20 口 
Holiday 210 
Any day 22 • 
Others 23 • 
8. How much do you spend for each meal? (in RMB) 
Below 10 10-Belowl5 15-Below20 
20 -Below25 25 or Above 24 • 
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SECTION B 
1. From which channel(s) have you heard of fest food? (Tick all that apply) 
TV Commercial 25 口 
Newspaper/magazine 260 
Friends/relatives 27 口 
Billboard 28 口 
Others ^ Z I Z 29口 
2. Which advertising theme can attract you to buy "fast food"? (Tick all that apply) 
Product 30 • 
Service 31 口 
Chain image ^20 
Uniqueness 33 口 
3. What is the ideal location for a fast food shop? (Tick all that apply) 
Residential areas 34 日 
Commercial and shopping areas 35 • 
Industrial areas 36口 
Others ^ ^ 37口 
4. Do you come to the fast food shops with your family, friends or by yourself? (Tick all that apply) 
By yourself 38D 
With friends 39口 
With family 40• 
With children 41 口 
Others 42 口 
In your opinion, which of the following attributes do you consider to be important for a fast food shop? 
Please rank the following attributes in terms of importance. 
(1 represents the most important attribute) 
5. Promotional activities: 
TV commercials 43 • 
Coupons 44 • 
Gifts 45 • 
Lucky draws 46D 
Special offers/promotions 47 • 
6. Location aspects: 
Shop location 48 口 
Shop decoration/atmosphere 49D 
Cleanliness/tidiness 50 口 
Seat availability 51 口 
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7. Product attributes: 
Food variety 52口 
Packaging 5 3 D 
Uniqueness 54 口 
T a s t e I Z 55 • 
8. Service quality: 
Services 5犯 
Efficiency • 57 口 
Opening hours 一� 58口 
9. Motivating factors: 
^ r i c f 一 59D 
Product ^ ； 60D 
Promotion 61 口 
Location 门 
c .
 6 2 口 
S e m c e 63 • 
Word-of-mouth 64 口 
Family members' influence 65 • 
PART C 
1. Sex (Female/Male) 660 
2. Marital Status(Single/Married) 67• 
3. What is your family size? 68 • 
4. How old are you? 
15-20 — 21-30 _ _ 31-40 — 41-50 — 5 1 - 5 9 _ _ 69D 
5. What is your educational level? 
Primary School or below Secondary School High School 
College/University Others 70 • 
6. What is your personal monthly income range? (in rmb) 
Below 500 —500-Belowl000 _ _ 1000-Belowl500— 
1500-Below2000_ 2000-Below2500__ 2500 or Above — 71 • 
7. Are you a local resident or tourist? 72 • 
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深 圳 快 餐 店 之 問 卷 調 査 
第一部份 




I [ 外 寫 
萁 他 1 請 註 明 ） 二二二二 




( 3 ) ¥ 去 的 六 個 月 內 ， 你 曾 否 惠 顧 快 餐 店 ？ 
有 — 
摄有 
( 如 沒 有 ， 請 轉 答 第 三 部 份 ） ^ ― 
( 4 ) 你 曾 惠 顧 下 列 哪 一 類 快 餐 店 ？ 
中式 （如大链活，大家樂） 
( 如 麥 m 勞 ） 
兩者均有 
其他（請註明） 
( 5 ) 閣 下 惠 顧 快 餐 店 之 頻 密 程 度 如 何 ？ 
一 星 期 / 一個月 次 
( 6 ) 閣 下 通 常 於 哪 一 段 時 間 惠 顧 快 餐 店 ？ （ 可 選 擇 多 過 一 項 ） 
^^  — ——-
� I ： — — — 
I I — — — — 
^ ^ ^ mmmmmm I • 画_丨 • . • 
( 7 ) 閣 下 通 常 於 哪 些 日 子 惠 顧 快 餐 店 ？ （ 可 選 擇 多 過 一 項 ） 
工作天 
假期 
t 何 曰 子 • 
,、& (請註明） 
( 8 ) 通 常 每 人 每 次 用 多 少 錢 購 買 食 物 ？ （ 以 人 民 幣 計 算 ） 
1 0 以 下 
1 0 - 1 5 以 下 
1 5 以 - 2 0 以 下 
2 0 - 2 5 以 下 
2 5 或 以 上 
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第二部份 
( 1 ) 得悉有快餐店？（可選擇多過一項） 
I I / i g 
朋 友 / 親 屬 
g f 牌 
萁 描 （ 請 註 明 ） 二二二二 




與眾不同 二 = 二 二 
(3) 新 的 快 餐 店 ， 你 認 為 哪 裡 最 為 合 適 ？ （ 可 選 擇 多 過 一 項 ） 
商 S m 物 區 
丁業區 





其他（請註明） 二二二 = 
你 認 簽 快 餐 店 哪 一 因 耋 最 能 吸 引 你 惠 顧 快 餐 店 ？ 
請 根 據 下 列 因 素 之 重 姜 性 評 以 等 级 （ 1 表 示 最 重 要 ） . 
(5) ft褒活動 
fir 三三三 
特價優惠 = 二 二 二 
( 6 ) 店 鋪 質 素 
店鋪笸髯 
店 鋪 裝 t 
店 鋪 整 i 
座位供應 
(7)貨品 




( 8 ) 服 務 
晨工態度 — 
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